





















































































































































































































































































































































Landowner Agreements

The Landowner Agreements allowed landowners to enroll up to 35% of their irrigated acreage
into the program, as long as they could show a recent history of irrigation. This was a one-time
limit designed to meet CEQA acreage limits. Landowners received a sign-up payment of

$3,170 per enrolled acre, which was close to the purchase price of land at the time.

During the sign-up period, the program reached the CEQA-approved limit of 26,500 acres.
One landowner ultimately withdrew their interest, reducing the maximum enrolled acreage to
25,947 acres. A total of 93 Landowner Agreements were fully executed. Metropolitanis also a

participating landowner in the Fallowing Program.

The Landowner Agreement is a 35-year agreement, from 2005 through 2039. Each year,
Metropolitan makes a fallowing call between 25% and 100%, which determines the number
of acres to be fallowed, up to the 25,947-acre limit. Landowners fallow a proportionate

amount of their enrolled acreage and are compensated per acre.

Landowners are required to maintain the fallowed land at their own cost and in accordance
with approved soil and water management plans. They are responsible for tax payments,
PVID water toll payments, vegetation abatement, dust control, and all other costs related to

the fallowed land.

Forbearance and Fallowing Program Agreement with PVID

The Forbearance and Fallowing Program Agreement between Metropolitan and PVID outlines
PVID’s responsibilities in managing the program. PVID agreed to forbear diversions of
Colorado River water that otherwise would have been used to irrigate fallowed lands, such
that water saved from the fallowing of land will then be available for diversion by
Metropolitan. PVID provides Metropolitan with data on District-level water use and cropping
necessary to calculate savings from the Fallowing Program. In turn, Metropolitan agreed to
reimburse PVID for its administrative costs in managing the program and verifying compliance
through field inspections. In addition, Metropolitan agreed to establish a $6M Community

Improvement Fund intended to help offset third-party impacts from fallowing.

" 115



Upfront Fallowing Program Costs

Metropolitan’s upfront costs included (1) sign-up payments of $73.5M, (2) the $6M
Community Improvement Fund, and (3) setup costs of $3.3M (preparing legal descriptions of

the fallowing easements).

Fallowing on Metropolitan Lands

Metropolitan’s own lands are enrolled in the Fallowing Program and are typically fallowed at
the same call percent as other landowners. Up to 7,750 acres of Metropolitan’s 21,711

irrigable acres (~36%) may be fallowed at any one time.

However, as the landowner, Metropolitan does not issue fallowing payments to its tenants,
meaning that these lands can be fallowed at a substantially lower cost. The tenants are

reimbursed their rent and water tolls and paid a small land maintenance fee.

Landowner Payments

The annual payment rate per acre is defined in the Landowner Agreements. During the first
ten years, rates escalated by a fixed 2.5% per year. Escalation is currently based on the
Consumer Price Index, with a minimum of 2.5% and a maximum of 5%. Table 2 shows the

payment rates since the beginning of the program.
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Table 2. Metropolitan fallowing payment rates

ContractYear $/Fallowed Acre Unit Cost ($/AF)

2005-06 $602.00/ acre $142 / AF
2006-07 $617.05 $126
2007-08 $632.48 $128
2008-09 $648.29 $130
2009-10 $664.50 $153
2010-11 $681.11 $147
2011-12 $698.14 $141
2012-13 $715.59 $149
2013-14 $733.48 $141
2014-15 $751.82 $157
2015-16 $770.62 $145
2016-17 $789.89 $176
2017-18 $809.64 $164
2018-19 $832.31 $183
2019-20 $864.77 $219
2020-21 $887.25 $190
2021-22 $909.44 $192
2022-23 $954.90 $217
2023-24* $1,002.65 TBD

Total amount paid to Landowners (2005-24): $257M
*Includes funds for System Conservation Water

System Conservation Water

In June 2021, Metropolitan’s Board authorized an agreement with the Bureau of Reclamation
(Reclamation), Central Arizona Water Conservation District, and the Southern Nevada Water
Authority to cost share up to 50% of land fallowed under the Fallowing Program at the
payment rate defined in the Landowner Agreement (these lands were not needed to meet
Metropolitan’s water supplies). Through this agreement, approximately 103 TAF of system

conservation water was stored in Lake Mead from August 2021 through July 2023.
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Lower Colorado System Conservation Program

In December 2023, Metropolitan’s Board authorized an agreement with Reclamation for
system conservation projects under the Lower Colorado River Basin System Conservation
and Efficiency Program (LC System Conservation Program). Instead of Metropolitan paying for
the Fallowing Program, Reclamation would pay for the land fallowing for three Contract Years,
starting in August 2023. The water conserved would become system conservation water in

Lake Mead.

Under this program, the payment for the land fallowing is higher than Metropolitan’s normal
Fallowing Program rate: all participating landowners, including Metropolitan itself, are paid at
the higher rate of $385 per acre-foot with Reclamation funds. Table 3 shows the acres
fallowed and payments to the participating landowners and to Metropolitan for the three

Contract Years.

It should be noted that as of the time of writing in February 2025, there is currently uncertainty
around whether these payments, which are part of the Inflation Reduction Act, may be

withdrawn by future Congressional action or delayed by the new federal administration.

Table 3. Acres fallowed and payments under the Lower Colorado System Conservation Program

Acres 2023-24 2024-25 2025-26
Landowners 18,197 $28.3M $28.4M $28.5M
Metropolitan 7,750 $12.0M $12.1M $12.2M

Water Conserved via the Fallowing Program

Each calendar year, PVID, Metropolitan and Reclamation jointly prepare a Fallowed Land
Verification Report to estimate the amount of water saved by the Fallowing Program. The

report becomes part of Reclamation’s Colorado River Accounting and Water Use Report.

Table 4 summarizes the total and per-acre water conserved for each calendar year, while

Table 5 summarizes the total payments and water saved to date from the Fallowing Program.
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Table 4. Estimated water conserved through the Fallowing Program, by year

Calendar Water Saved Water Saved

Year (AF) (AF per Acre)
2005 108,646 AF --

2006 100,384 5.05 AF/acre
2007 72,310 4.92

2008 94,302 5.11

2009 144,323* 4.63

2010 148,615* 4.48

2011 122,217 4.73

2012 73,662 4.66

2013 32,750 5.04

2014 43,010 5.13

2015 94,477 5.29

2016 125,432 4.83

2017 111,788 4.46

2018 95,572 4.90

2019 44,477 4.29

2020 43,858 4.23

2021 54,610 4.60

2022 82,657 4.58

2023 87,256 4.09

* Includes emergency fallowing

Table 5. Total landowner payments and water saved from the Fallowing Program to date

Program Acres Min/Max Cost through Estimated water
term enrolled fallowing call 2024 savings
2005-39 25,947 25%-100% $257M 1.685 MAF
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History of Land Acquisitions

Current Metropolitan Land Holdings

Metropolitan is currently the largest landowner in the Palo Verde Valley, owning
approximately 29,958 gross acres of fee property. 22,562 acres of those lands have active
farm leases; the remaining lands include 635 acres encumbered with a conservation
easement granted to Reclamation as part of the Lower Colorado River Multi-Species
Conservation Program, and 6,742 acres of unencumbered, non-irrigated land on the Palo
Verde Mesa currently under an option to lease agreement for a potential large-scale

renewable energy project.

Metropolitan’s lands were acquired in three purchases (Table 6; Figure 1). One of these
purchases included both irrigable and non-irrigable land. In PVID, irrigable acres eligible to

receive water are referred to as “water toll acres” (WTA).

2001 — Purchase of SDG&E Property

In 2001, Metropolitan purchased 16,438 acres of land from San Diego Gas & Electric
Company (SDG&E), including 9,696 acres (8,997 WTA) of irrigable lands in the Palo Verde
Valley and 6,742 acres of land on the Palo Verde Mesa. The Palo Verde Mesa is outside the
PVID service area and therefore has no water toll acres but does have voting rights as it is
within the sphere of influence of the district. The SDG&E land was intended for use as an
electric generating plant that was never constructed. Metropolitan’s cost to purchase this
land in 2001 was $41.4 million ($2,519 per acre). The relatively low cost reflects the non-

irrigable acreage included in the purchase.

2015 — Purchase of Verbena Property

When Metropolitan implemented the Fallowing Program in 2005, the largest landowner in the
Palo Verde Valley was Farmland Reserve, Inc., a Utah nonprofit corporation, with holdings of
about 12,819 acres. Farmland Reserve enrolled its lands in the Fallowing Program and had a
maximum fallowing obligation of 4,220 acres. In 2011, Farmland Reserve sold most of the
lands to Verbena LLC and assigned the fallowing contract to them. Verbena then made
several efforts to transfer the water used on the Palo Verde lands to water districts in the San

Joaquin Valley. Verbena proposed to Metropolitan that it would take the land out of
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production if Metropolitan would agree to exchange the conserved water for State Water
Project supplies to be delivered in Antelope Valley East Kern Water Agency, Semitropic Water
Storage District, or Westlands Water District. When these proposals were not accepted,
Verbena offered to sellits lands, totaling 12,819 gross acres (12,049 water toll acres), to
Metropolitan. Metropolitan’s cost to purchase this land was $255.6 million ($20,000 per

acre).

2022 — Purchase of Cox Property

In 2022 Metropolitan purchased approximately 701 gross acres (665 water toll acres) of
property from Cox Family Farms, subject to a leaseback whereby Cox would roll this land into
the existing Cox lease with Metropolitan. Metropolitan’s cost to purchase this land was

$9.39M or $13,376 per acre.

Potential Future Land Acquisitions

While Metropolitan is not actively seeking to acquire further lands in the Palo Verde Valley, it
will evaluate any future offers that arise. In a 2021 Board Informational Item, Staff presented
considerations for purchasing additional lands with senior priority Colorado River water rights

and the Board provided input.’

Table 6. Palo Verde Valley land purchases

Year Seller Acres Watertoll acres Cost
2001 SDG&E 16,438 8,997 $41.4M
2015 Verbena 12,819 12,049 $255.6M
2022 Cox Family Farms 701 665 $9.4M
Total 29,958 21,711 $306.5M

" Water Planning and Stewardship Committee item 9-3, September 14, 2021
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Figure 1. Map showing the three land purchases in the Palo Verde Valley
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Linear sprinklers irrigate alfalfa on Metropolitan farmlands in PVID (photo by Metropolitan)

History of Agricultural Leases

Legacy Leases

When Metropolitan acquired the SDG&E lands in 2001, it inherited two active lease
agreements with Tohshin Trading, Inc. and River Valley Ranches (RVR) that generated
$905,000 in annual lease revenue. After their expiration, Metropolitan’s Board authorized new
leases with River Valley Ranches and HayDay Farms in 2005 and 2006, respectively, with

terms shown in Table 7.

InJuly 2011, Metropolitan issued an RFP to solicit interest in leasing the 7,000 acres occupied
by HayDay. After receiving three respondents, Metropolitan awarded a new five-year lease

(January 2012 to December 2016) to HayDay at an annual rental rate of $250 per WTA.
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Table 7. Original legacy lease terms (2006-16)

Approximate Annual rent per

Lease Term Water Toll Acres
gross acres water toll acre
Jan 2007 to
HayDay Farms Dec 2011 7,000 acres 6,685 WTA $145/ WTA
River Valley Jan 2006 to
Ranches Dec 2016 2,280 acres 2,261 WTA $140 / WTA

From 2001 to 2017, the leases were structured with a flat rental rate of $140-$250 per WTA.
The leases included the same fallowing requirements as other landowner agreements in the
Fallowing Program, except that Metropolitan would not make any fallowing payments to the
lessees, but would reimburse their rent and water toll payments, as well as lessees overhead

and maintenance costs.

Rent incentives for water conservation were included in the agriculture leases for the first
time in 2017. These leases represented a new and innovative approach to use rent incentives
as a method to foster agriculture practices that used less water, while still allowing lessees

the flexibility to make market-driven cropping decisions.

2017 Leases
Upon purchasing 12,782 gross acres (12,049 WTA) from Verbena in 2015, Metropolitan

assumed the existing lease with Wegis & Young (W&Y). The inherited lease had an expiration

date in December 2016 and an annual rent of $240 per WTA.

Staff began exploring options in 2016 for the three leases (RVR, HayDay, W&Y) that had
expiration dates in 2016. In April 2016, Metropolitan’s Board directed staff to renew the RVR
and HayDay leases (9,696 gross acres, 8,997 WTA), while conducting a competitive

solicitation process for the acreage occupied by W&Y.

One of Metropolitan's priorities in managing its lands is to reduce consumptive water use,
water consumed by crops or evaporated from fields — in other words, water actually depleted
from the Colorado River. The 2017 leases included a new rent method that established
consumptive water use targets for the lessees, with incentives and disincentives for water

use under or over that target.
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Consumptive Water Use Rent Method

Lessees would pay a base rent per acre for the irrigable farmland. At the end of the lease year,
their consumptive water use was calculated as an average across all unfallowed acres,
based on irrigation delivery data from PVID combined with a consumptive use factor. If their
consumptive water use was over the target (4.0 acre-feet per acre per year), they would pay
an additional surcharge of $187 per applied acre-foot over the target; if their water use was
under the target, they would receive an incentive payment of $37.50 per acre-foot under. The
target of 4.0 acre-feet per acre was selected because it is 20% below the typical alfalfa
consumptive use. The rent incentive and disincentive payments escalated by 2% each year.

Regardless of water use, the rent could not go below $100 per WTA or above $700 per WTA.

In September 2016, new ten-year leases were executed with RVR and HayDay which included
the new consumptive water use rent method. 635 gross acres farmed by RVR were excluded
from the new lease for use in the Lower Colorado River Multi-Species Conservation Program.
To make up for this loss, a 654-acre tract of former Verbena lands was added to the lease,
bringing RVR’s total to 2,314 WTA. HayDay received two parcels of the former Verbena lands,
bringing HayDay's total to 7,248 WTA.

Each lease included provisions allowing Metropolitan to call for fallowing of ~7 to 35 percent
of the irrigable land, consistent with the Fallowing Program. The lessees are not entitled to
Metropolitan’s normal fallowing payments, but are reimbursed for rent, water toll payments,
and maintenance costs. In certain circumstances, the leases allowed for extraordinary
fallowing of up to 50% of irrigable acres, though this provision has never been triggered.
HayDay was granted the option to seasonally fallow up to 1,100 additional water toll acres
during June through September, subject to prorated rents and water tolls on these acres. The

terms for the renewed HayDay and RVR leases are shown in Table 8 below.

Table 8. Renewed RVR and HayDay leases (2017)

2017 Renewed Gross Watertoll Annualrent
Term
leases Acres acres per water toll acre
HayDay Farms 1 Jan 2017 to Dec 2026 7,942 7,248 $175*
River Valley Ranches Jan 2017 to Dec 2026 2,456 2,314 $175*

* Annual rate per WTA goes up to $193 for years 2022-26.
Rent was based on a consumptive water use target of 4.0 acre-feet per acre per year.
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Search for new Lessees for the Verbena Property

Metropolitan issued a Request for Statements of Interest (RFSI-TK-1136) in August 2016,
seeking proposals to lease approximately 12,000 acres of the Verbena property. Six
responses were received from five entities. Respondents were asked to indicate their
preference for one or more predefined parcel groups, or to define their own preferred parcel

group. All parcels of lands received interest from at least one respondent.

As aresult of the RFSI process, Metropolitan entered into four new leases with Cox & Wegis,
DeConinck Farms, HayDay Farms and Desert Milling. Different rental terms were negotiated
with each of the four RFSI finalists. The negotiated leases included a term of five years for
HayDay Farms and DeConinck Farms, ten years for Cox & Wegis, and five years for 65% of
Desert Milling premises with twenty years for the remaining 35% of the premises, due to its
proposal to cultivate permanent olive trees. All of the new leases included the new
consumptive water use rent method described above, which included financial incentives
and disincentives for going over or under the target (3.5 acre-feet per acre, per year). The

terms for the new RFSI leases are shown in Table 9.

Table 9. 2017 RFSI leases

Gross Water toll Annual rent
2017 Leases Term
Acres acres per water toll acre
HayDay Farms 2 Jan 2017 to Dec 2021 5,430 5,058 $150
Cox & Wegis Jan 2017 to Dec 2026 1,745 1,669 $150
DeConinck Farms Jan 2017 to Dec 2021 585 564 $154
10% of revenue, floor

Desert Milling, Inc. Jan 2017 to Dec 2021 3,842 3,615 of $200/WTA

Lessees would pay base rent on an annual per acre basis for the water toll acres, plus an
additional surcharge of $187 per applied acre-foot over the target, and a credit of $37.50 per
consumptive acre-foot of use below the agreed threshold. The rent incentive and disincentive
payments escalated by 2 percent each year. The rent minimum was minimum was $100 per

WTA and the maximum was $700 per WTA.
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2018 Lease Amendments

Crop Based, Tiered Rent Method

In July 2018, Metropolitan’s Board authorized a change in the rent structure from the
consumptive water use method to a crop-based method, due to the difficulty in measuring
applied water with existing infrastructure and because of the uncertainty that the after-the-
fact water calculation injected into lessees’ planning. The crop-based method, emphasizing
rent discounts based on crop choices, was intended to give lessees more certainty about
their rent payments, since the rent would be determined based on crop plans submitted
ahead of time. The method was meant to be a temporary measure, giving staff time to
evaluate this new method. The change in rent method would sunsetin December 2021 and

revert to the consumptive water use method if it was deemed ineffective.

Under the new method, lessees submit an annual crop plan showing what they intend to
plant, by month, on every leased field. Rather than directly measuring the water use, each
crop is given an estimated consumptive water use which is then prorated based on the

number of months it will be planted.

The estimated water uses for different crops come from Evapotranspiration of Applied Water
(ETAW) data for Imperial County published by the California Department of Water Resources
(Table 10). Any single crop, or any rotation of multiple crops on the same field, with an ETAW
of more than 4.5 acre-feet per year is considered to be a “high-water-using crop” under this

rent method. The number of acres of high-water-using crops are then tabulated to determine

what percentage of the entire irrigable acreage is devoted to high-water-using crops.

The ETAW figures in Table 10 include nearly all of the common crops in PVID, with the highest-
water using crop (alfalfa) having an ETAW of 5.2 acre-feet per year, followed by annual
grasses (4.2), cotton (3.6), and various produce crops (1.7-2.9). The monthly water duties
reflect different lengths of growing season for each crop. These ETAW values are published

benchmarks, and actual measured ET may differ.

The rental rates are structured as three tiers based on the percentage of farmed acreage devoted to
high-water using crops, as shown in

Table 11. The highest tier is intended to approximate a typical market rent.
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Table 10. Crop water use values used for rent determination

Crop

Assumed Annual

Water Use

Assumed

Growing Season

Assumed Monthly
Water Duty

Alfalfa

Klein Grass/Teff
Rye

Bermuda Grass
Citrus

Cotton
Orchard
Potato

Garlic

Onion

Onion Seed
Broccoli

Mixed Veg
Melons

Corn

Sudan

Wheat

Oats

Barley

Other

5.2 AF per year
4.2
4.2
4.2
3.85
3.6
3.85
2.9
2.35
2.35
2.35
2.35
2.35
2.2
1.9
1.9
1.7
1.7
1.7

12 months
12
12
12
12
8
12
5
4.5
4.5
4.5
4
4.5
4

4

4
6.5
6.5
6.5

0.43 AF per month
0.35
0.35
0.35
0.33
0.45
0.33
0.58
0.52
0.52
0.52
0.59
0.52
0.55
0.48
0.48
0.26
0.26
0.26

Values to be assigned with reference to crop equivalents or analogs as

determined by Lessor in its sole discretion.
Source: California Department of Water Resources—Statewide Agricultural Water Use Data, Imperial County;

10-year averages from 2000-10.

Table 11. Rental Rates by Water-Use Tier (2018 leases)

Percent of irrigable acres planted in
high-water-using crops (24.5 AF / year)

Annual rent per
water toll acre

Tier 3: 75% to 100%
Tier 2: 50% to 74%
Tier 1: 0% to 49%

$275/WTA
$175
$120
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2019 Northern Tract Leases

Desert Milling’s lease was terminated in 2018 due to non-performance, and a land

maintenance contract was put in place until the vacant acreage could be leased. In

November 2018, staff began a competitive solicitation process for the land, resulting in the

award of four new leases to DeConinck Farms (400 gross acres), Noroian Farms (759 acres),

Quail Mesa Ranch (1,001 acres), and Red River Farms (1,656 acres), collectively known as the

Northern Tract Leases (Table 12).

Field Specific-Crop Based, Tiered Rent Method

The four leases included the crop-based, tiered rent method but with a different calculation

method for determining the tiers. Unlike the 2018 method, which determined the rental tier

based on the percentage of high-water using crops for a lessee’s entire acreage, the 2019

leases used a field specific method that determined a separate rent for each field based on

cropping and assumed water use for various crops (Table 13).

Table 12. Tiered rentals for Northern Tract leases

North Tract leases Term Gross Acres WTA Rental Tiers 1/2/3
DeConinck Farms Jul2019to Jun 2024 400 368 $200/$250/$300
Noroian Farms Jul2019to Jun 2024 759 727 $200/$250/$300
Quail Mesa Ranch Jul2019to Jun 2024 1,001 915 $200/$250/$300
Red River Farms Jul2019to Jun 2024 1,656 1,594 $200/$250/$300

Table 13. Tiered rental payments by water toll acre

Rent Tier ETAW/Year

Rate per water toll acre

Tier 3: < 3.00 Acre Feet/Year
Tier 2: 3.00-4.29 Acre Feet/Year
Tier 1: > 4.3 Acre Feet/Year

$200
$250
$300
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Current Leases

River Valley Ranches elected to assign and transfer its leasehold of 2,456 acres (2,314 WTA)
to HayDay Farms in August 2021, now referred to as the HayDay 3 lease.

In October 2021, Metropolitan’s Board authorized five new leases with Coxco, DeConinck,
and HayDay 1, 2 and 3 (Table 14). These leases have a maximum 18-year term and higher
rental rates. The 18-year term was intended to coincide with the expiration of the Fallowing
Program on July 31, 2040, providing Metropolitan with options for future management at that

time.

Annualrentis based on the crop-based tiered rent method with four tiers (Table 15). The
lessees and Metropolitan staff have found this rent method to be effective in incentivizing
lower water-use crops while allowing lessees to respond to market conditions. The Tier 3
rents reflect fair market rent for each lease, as determined by an independent appraiser
considering factors such as soil types, crop prices, other lease rates in the area, and fallowing

requirements by Metropolitan.

The new leases include a new fourth rental tier (Tier 0) which reflects a deeply discounted rent
of more than two-thirds of the current market rate, in exchange for planting no more than 34%
of irrigable acres in high water-use crops. Annual rents escalate 2% per year. Given the
leases’ longer term, annual rents will be reappraised in 2027, 2032, and 2036, resulting in

possible rent increases or decreases.

The third and last of Metropolitan’s land purchases occurred in 2022, with the purchase of
702 acres from Coxco LLC (a current Metropolitan lessee). A leaseback agreement was
included as a condition of the sale, and the acreage was added to Coxco’s existing lease with

the same terms.

In September 2023, Metropolitan’s Board authorized three new leases with the Northern Tract
lessees (DeConinck Farms, Noroian Farms and Red River Farms) which include higher rents
and the same crop-based, tiered rent method as the Legacy Leases. Consistent with the
Legacy Leases, the Northern Tract leases will expire on December 31, 2039. Rents escalate

2% each year and will be reappraised every five years.
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In November 2023, Quail Mesa Ranch agreed to assign its leasehold of 915 WTA to Noroian

Farms for the duration of the remaining term (through June 2024). After the new Noroian

Farms lease became effective in January 2024, a lease amendment was executed in October

2024 to consolidate the Noroian Farms and Quail Mesa acreages.

Table 14. Current Metropolitan leases

Max Term (including options) Gross Acres WTA
Legacy Leases
HayDay Farms 1 July 2022 to Dec 2039 7,811 7,268
HayDay Farms 2 July 2022 to Dec 2039 5,442 5,079
HayDay Farms 3 July 2022 to Dec 2039 2,448 2,314
Coxco LLC July 2022 to Dec 2039 2,462 2,334
DeConinck Farms July 2022 to Dec 2039 583 564
North Tract Leases
DeConinck Farms Jan 2024 to Dec 2039 400 368
Noroian Farms Jan 2024 to Dec 2039 1,760 1,642
Red River Farms Jan 2024 to Dec 2039 1,656 1,594
Total 22,562 21,163

Table 15. Current lease rents

Percent of acreage with high-water-using crops (24.5 AF / year)

Lease Tier 0: 0-34% Tier 1: 35-49% Tier 2: 50-74%  Tier 3: 75-100%
Coxco LLC $125/WTA $142 / WTA $207 / WTA $325/ WTA
DeConinck Farms $125 $142 $207 $325

HayDay Farms 1 $125 $142 $207 $325

HayDay Farms 2 $125 $142 $207 $325

HayDay Farms 3 $125 $131 $191 $300

Noroian Farms $134 $164 $239 $375

Red River Farms $125 $142 $207 $325
DeConinck Farms $134 $153 $223 $350
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All of the current leases allow for Metropolitan to collaborate with the lessees on water
conservation studies and pilots, with compensation for their participation to be negotiated
and paid out of the annual General District Requirements—-Supply Programs budget for Palo
Verde Land Management. In addition, the leases now include a rent incentive for participation
in studies and pilots that focus on healthy soils and soil carbon accrual. These studies would
be subject to Metropolitan’s discretion and validation by a third-party, such as a university or
grant-making agency. Lessees could obtain a temporary rent reduction of up to 30% for each

acre selected for a project, for up to 500 acres and five years.

The current leases have been structured to be consistent with the management objectives

presented in staff’s informational report from September 14, 2021:

e Further the Board’s written Colorado River policies.

e Reduce consumptive water use on the land by incentivizing less water-intensive crops
or more efficient irrigation methods.

e Support avibrant agricultural economy in the Palo Verde Valley by maintaining
Metropolitan’s lands as productive farmland and providing farmers flexibility to respond
to market forces in their choice of crops and irrigation methods.

e Promote community acceptance and participation by creating a fair and transparent
process for lease selection and soliciting input from the community.

e Advance state-of-the-art farming techniques by encouraging innovative irrigation
methods, crop selection, and water use measurement technologies.

o Keep administrative overhead low by limiting the total number of leases.

e Provide a positive revenue stream for Metropolitan by generating rents which balance
the value of the land and the unique lease conditions in place to achieve water supply
objectives.
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Financial Overview

In this section, we review the lease revenue trends over the past five fiscal years, including
land acquisition and fallowing financial data. Revenue increased from $1.6M in FY 2019-20 to
$4.3Min FY 2023-24 (Figure 2). It should be noted the FY 2019-20 figures reflect the initiation
and ramp-up for the new Northern Tract leases. The implementation of the crop-based
method was a key driver for the 92.3% increase in revenue for the Legacy Leases from FY
2019-20 to FY 2020-21. Refinement of the crop-based method is responsible for the 44%
increase in revenue for the Legacy Leases from FY 2021-22 to FY 2022-23. A dip in revenue
occurred in FY 2023-24 due to a change in market conditions, during which Metropolitan’s

lessees planted more lower-water-using crops.

Palo Verde Lease Revenue
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FY 19/20 FY 20/21 EY.21/22 FY 22/23 FY 23/24

Figure 2. Farm lease revenues on Metropolitan’s Palo Verde Valley lands, 2019-24
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Savings from fallowing Metropolitan lands at reduced cost

Metropolitan fallows its land at the same call percent as other landowners. However,

Metropolitan can do so at much lower cost because it does not have to pay the per acre
fallowing payments (Table 2) made to other landowners. The only cost to fallow on these

lands is unrealized revenues from reimbursement of the rent and water tolls on the fallowed

acreage. The net annual savings is $1.2M-$3.1M depending on the fallowing call. Had

Metropolitan never purchased land in the Palo Verde Valley, it would have paid an additional

~$44.4M to landowners who would have owned the land. Table 16 shows these savings over a

recent 5-year period.

Table 16. Metropolitan savings on fallowing payments due to land ownership, 2018 to 2023

Contract Verbena Cox Reimbursement to

Year Property Property Metropolitan tenants Net Savings
2018/19 $1,403,275 ($75,381) $1,327,894
2019/20 $1,458,002 ($288,654) $1,169,348
2020/21 $1,495,904 ($242,774) $1,253,130
2021/22 $2,223,581 ($161,529) $2,062,052
2022/23 $3,018,439  $314,162 ($232,853) $3,099,748
Total $9,599,201  $314,162 ($1,001,191) $8,912,172

One-time Revenues

e $9.7M from the Dennis Underwood Reserve conservation easement

e $0.31M from the Ten West powerline easement

e $29.1M from Lower Colorado System Conservation Program (2024-26)

Potential Future Revenue

e Renewable Energy Potential: $2.5M-$5M per year

134



Table 17. Participation in Lake Mead system water conservation

Acres 2023-24  2024-25 2025-26

Metropolitan 7,750 $12.0M $12.1 M $12.2 M
Tenant Reimbursement $2.4M $2.4 M* 2.4 M*
Net Income $9.6 M $9.7 M* $9.8 M*
*Projected

Underwood Easement

In 2019 Metropolitan’s board granted an easement to Reclamation to restore native
cottonwood, willow, and honey mesquite trees on 635 acres of Metropolitan land in the
southern Palo Verde Valley as part of the Lower Colorado River Multi-Species Conservation
Program (MSCP). The MSCP provides regulatory approvals that facilitate Colorado River
Aqueduct operations and Colorado River water transfers. Habitat restoration on this
easement, known as the Dennis Underwood Reserve, helps fulfill California’s acreage
obligations under the program. Metropolitan received a one-time payment of $9.73M for the
easements; future costs associated with the property, including water tolls, are the

responsibility of Reclamation.

Renewable Energy Potential

Metropolitan recently entered into an option agreement with a subsidiary of AES Corporation
(AES) for a long-term lease of up to 6,742 acres of Metropolitan’s Palo Verde Mesa property to
be used for carbon-free energy production and storage, contingent upon further project
permits, approvals, and environmental clearances under CEQA. As consideration for the
option, AES is paying an annual option fee of $100,000, which fee increases to $250,000 per
year for years 6 through 9 of the option term, if applicable. If AES successfully obtains the
permitting and approvals and exercises its option to lease, Metropolitan would receive an
estimated revenue of $2.5M to $5M per year during the lease term and any extensions,

depending on the size of the approved project.
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Cropping and Water Use Benefits

Cropping on Metropolitan Lands

Because crop choice is both the main driver of consumptive water use in PVID and the means
by which the lease rent is determined, Metropolitan closely tracks the cropping on its leased

farmland, as well as larger cropping trends in the Valley.
Data on crops in PVID comes from two sources:

1. For Metropolitan-owned farmlands, monthly cropping for each field is reported in
annual crop plans which the farm lessees submit for the purpose of rent

determination.

2. Field-level crop data for the entire Palo Verde Valley is produced quarterly for
Metropolitan by consultant LandIlQ Inc. Crops are classified based on several public

and commercial satellite imagery sources.

The crop mix on Metropolitan lands is broadly similar to the Palo Verde Valley as a whole
(Figure 3). The most common crops in 2024 were forage crops (alfalfa and annual grasses),
with smaller amounts of wheat, cotton, and potatoes. Crop diversity is somewhat low at
present because the current 100% fallowing call limits the amount of acreage available for
production. About 35% of Metropolitan’s acreage is currently fallowed or economically idled

(resting between crop rotations).

Alfalfa is the highest water-using crop in PVID, with an annual consumptive use of 5.0-5.5
AF/acre. Its high water use is partly due to the fact that it is a perennial crop that is grown for
three to seven years, using water year-round. Cotton is the next highest water-using crop,
with an annual consumptive use of 3.5-4.5 AF/acre. Seasonal grasses such as teff or wheat
are grown for only a few months at a time and are often planted between alfalfa and cotton
rotations. Produce crops such as potatoes, onions, and greens are highly seasonal, are
typically sprinkler-irrigated, and have a very low water use, but they are less common in PVID

compared to Yuma and Imperial Valleys.
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Summer 2024 Crops

Metropolitan Lands Non-Metropolitan Lands
Source: Lessee crop plans Source: LandIQ (remote sensing)
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Figure 3. Cropping on Metropolitan vs. non-Metropolitan farmlands in PVID during summer 2024

Summer 2024 Crops

Metropolitan Lands, by lessee
Source: Lessee crop plans
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Figure 4. Cropping on Metropolitan farmlands during summer 2024, broken down by lessee
(Some lessees hold multiple leases, whose crops are shown in aggregate here.)
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Cropping behaviors that drive water savings

The main way that Metropolitan lessees have achieved water savings is by shifting some
acreage on the margins from alfalfa and cotton to annual or seasonal grasses such as teff,
bermuda, sudan, rye, and winter wheat. Because these crops are seasonal, they incorporate
shoulder periods between harvest and planting when the fields are idled and little irrigation
water is used. A second way that some lessees are saving water is by shortening their alfalfa
rotations. By growing alfalfa on a shorter 2- or 3-year cycle, the idle downtime between

rotations occurs more frequently.

Cropping by lessee

Because each Metropolitan lessee has a different business model, the mix of crops varies
somewhat between lessees (Figure 4). All lessees maintain a base load of alfalfa to provide a
stable revenue source. HayDay Farms, the largest lessee, produces premium-grade forage
for the overseas markets, including annual grasses such as sudan, bermuda, and
increasingly, teff. Noroian Farms has a long history of growing cotton in the Valley but has
recently been experimenting with teff and onion seed. Red River Farms produces a small

amount of potatoes, while DeConinck Farms has grown onions in the past.

The amount and type of produce crops vary considerably depending on market forces, but it
is relatively smallin most years. The lack of cold storage infrastructure, distance from the
Mexican border, and competition with other produce-growing regions like the Yuma and

Salinas Valleys has historically limited the amount of produce grown in PVID.

Cropping trends over time

In years when the fallowing call was lower (e.g. 2018-21), Palo Verde famers have planted a
greater diversity of crops, and a larger acreage of produce crops (Figure 5). The most common
produce crops on Metropolitan lands have been root vegetables such as onions and
potatoes, with smaller amounts of leafy greens. River Valley Ranches, a former legacy lessee
that grew organic produce, exited the Valley in 2019 and HayDay Farms took over the fields.
Since 2022, teff grass has become more common throughout the Valley as a seasonal crop

grown in rotation with alfalfa and cotton.
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Potential new low-water-using crops that have been proposed in PVID include hesperaloe (a
succulent grown for fiber pulp), guayule (a rubber crop), and olives. These crops would
require a large up-front investment to install subsurface drip irrigation. Further, permanent
tree crops such as olives are not common in Palo Verde Valley and could reduce the flexibility

for a future fallowing program.

Quarterly cropping on MWD lands in PVID, 2020-24
Source: LandIQ; fallowed & idled land not shown
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Figure 5. Cropping on Metropolitan farmlands in PVID from 2020-24

35 139



An alfalfa field being flood irrigated in PVID (photo by Metropolitan)

Water Use on Metropolitan Lands

After the first round of leases with water conservation provisions were signed in 2017,
Metropolitan sought ways to improve the measurement of on-farm water use on its PVID
lands. Flood-furrow irrigation is the most common type of irrigation in PVID, which presents
two challenges from a water measurement standpoint. One is that this type of infrastructure
is difficult and expensive to reliably meter. The second is that only a portion of the water

applied onto a field is consumptively used by the crop and lost from the river system.

We distinguish two types of water use:

1. Applied water use is irrigation water that is delivered onto the field through the canal
and ditch infrastructure (Figure 6). In flood irrigation, only a portion of this water (~50-
70%) is actually consumed by the crop; the unused portion may evaporate from the
surface of the field, run off the surface of the field, or seep deep into the soil column.
In PVID, most of this runoff and percolated water is captured by a network of
agricultural drains and returned to the Colorado River, where it is measured before
being discharged. The water that is returned back to the river acts as a credit that

offsets PVID’s diversions in the river accounting.
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2. Consumptive water use is the water actually consumed by the crop or evaporated
from the surface of the field, also known as evapotranspiration (ET). This is the water
that does not return to the river and is ‘lost’ from the system from an accounting
perspective. The main driver of consumptive use is the choice of crop: crops like
alfalfa have a high annual consumptive use, while seasonal produce crops have a

lower consumptive use.

Because on-farm consumptive use reflects only the water that is actually lost from the river
system, itis a better proxy for PVID’s total Colorado River use, which in turn affects
Metropolitan’s Agricultural Adjustment. Therefore, we believe consumptive use is the most

useful metric for evaluating and comparing farm water use in PVID.

a Subsurface
s Mmigration to drains
.

.l.....>

Figure 6. Conceptual model of the farm field water balance showing different types of water use.
Shown are Applied Water, flows of unused tailwater to drains, and Consumptive Water Use (Crop
Transpiration + Field Evaporation).
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Measurement of applied water

Estimating water savings on Metropolitan’s lands is confounded by the challenges of
measuring agricultural water use at the field level. The open-channel, gravity flow ditches
common in PVID are inherently harder to meter than the groundwater pumps and pressurized
pipes found in many other agricultural regions. Moreover, because PVID does not charge for
water on a volumetric basis, there is little incentive to develop a precise measurement

system for irrigation deliveries.

Nevertheless, PVID does attempt to estimate the volume of each irrigation delivery. PVID’s
zanjeros (ditch-riders) measure the water flow rate by hand at the field headgate
approximately every six hours during an irrigation event. This data is aggregated and collected
in PVID’s water order database, from which the deliveries for each Metropolitan headgate are
reported monthly. However, the measurement is an imprecise process and there are many
sources of error baked into the applied water data. In 2017-19, Metropolitan contracted with
an independent consultant to study the accuracy of the irrigation data using flow sensors
deployed in 15 farm ditches (Figure 7). The study indicated that PVID’s water delivery data
was often too high, by an amount that varied by headgate but was sometimes as high as 25%.

When aggregated over many headgates and many deliveries, however, the irrigation delivery

data does give a useful picture of applied water trends.

Figure 7. A flume used to
measure irrigation flows on
Metropolitan farmland in 2017.
(photo by Metropolitan)
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Applied water trends

Metropolitan first executed leases with water conservation provisions in early 2017. We have
two years of data prior to these new leases (2015-16) which serve as a baseline for comparing
subsequent water use (keeping in mind that much of the land now owned by Metropolitan
was then managed by different farm entities than the current lessees). Irrigation deliveries on
the parcels that would become part of the legacy leases varied between 7.9 and 12.5

AF/acre/year (Figure 8, top).

In 2017, the year in which the first generation of water conservation provisions took effect,
water use across most legacy leases dropped to 8.3-9.3 AF/acre. We interpret much of this
drop as a vigilance on the part of the lessees to self-monitor their water use in light of the new
leases. Applied water use has since remained stable between 7-9 AF/acre, with a slight

downward trend in recent years due to improved irrigation efficiency.

Irrigation deliveries to the North Ranch lessees (Figure 8, bottom) was initially quite low due to
the start of their leases in the middle of 2019 and the ramp-up of their farm operations on the
new ground. Differences in business models and cropping are reflected in the widespread

applied water in 2020-22. Since 2023 however, water use has fallen to 7-8 AF/acre/year.

As lessees have gained longer lease terms, they have voluntarily invested in lining ditches,
levelling fields, replacing gates, and making other improvements which increase irrigation
efficiency. While these actions have substantially reduced the applied water on Metropolitan

lands, not all of it translates to reductions in consumptive use.
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Irrigation deliveries to legacy lessees, 2015-24
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Irrigation deliveries to North Ranch lessees, 2015-24
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Figure 8. Irrigation deliveries (applied water), in AF per acre, to Metropolitan lessees for 2015-2023. Only
irrigated acres are included, to control for the changing fallowing call. Data from PVID water orders.
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Measurement of consumptive use (ET)

Over the last 15 years, remote sensing methods for measuring ET over large spatial areas
have become commonplace. Metropolitan was an early adopter of this technology, hiring Dr.
Rick Allen, the developer of the widely used METRIC model, to produce ET estimates for PVID
in 2014. Thanks to the OpenET service, field-level estimates of ET from six common remote-

sensing models are now available to the public for the entire western U.S.

Such models have their own sources of uncertainty: cloudy days, limited satellite overpass
dates, random error, and systematic bias. However, the environment of Palo Verde Valley -
irrigated forage crops in an arid desert climate — presents near-ideal conditions for achieving
the best performance with these models. After evaluating the performance of several
different models, Metropolitan staff determined that the version of the METRIC model
available on the OpenET platform (“eeMETRIC”) produced sufficiently accurate results, with
ET totals for PVID that agree well with USBR’s accounting data. The OpenET data has the
advantage of providing monthly water use estimates for every individual Metropolitan field,

independent of any on-the-ground measurement of irrigation water.

Consumptive water use (ET) trends

Using data from OpenET, consumptive use estimates in AF/acre were generated for
Metropolitan and non-Metropolitan lands in PVID for the years 2020-23 (Table 18).
Consumptive use on Metropolitan lands is about 5.0 to 5.3 AF/acre/year, consistent with a

crop mix dominated by alfalfa and annual grasses.

Table 18. Annual consumptive use estimates for Metropolitan vs. non-Metropolitan fields in PVID

Annual ET

Year Metropolitan parcels Other PVID parcels Water savings from lease structure

2020 5.12 AF per acre 5.22 AF per acre 0.10 AF per acre
2021 5.01 5.26 0.25 AF
2022 5.31 5.40 0.09 AF
2023 5.21 5.35 0.14 AF

Source: OpenET eeMETRIC model.
Only irrigated (non-fallowed) fields are included in the analysis.
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Total ET across all of Metropolitan’s Palo Verde lands is approximately 80-85,000 AF per year.
A steady increase in ET has been observed since 2017, even as Total Deliveries have
remained flat. This may be a by-product of lessee investments in improving the efficiency of
their irrigation systems; as longer-term leases were executed, many lessees lined earthen
ditches, replaced headgates and turnouts, rerouted ditches, and re-levelled fields. However,
many of these improvements have resulted in more optimal irrigation and alfalfa yields, which

may explain the higher ET.

Potential New Conservation Activities

Beyond the water savings from rent-based incentives, additional water savings are possible

through potential new programs. Such programs could involve:

e Piloting new types of water-efficient crops, such as guayule or agave

e Deficitirrigation programs, similar to the one that IID rolled out in 2024. Such a program
would involve skipping alfalfa irrigations for 45 to 60 days during the high-demand

summer months.

e |nvestmentinirrigation efficiency, through technologies such as high-efficiency surface
irrigation or gravity drip irrigation. Several companies have developed efficient irrigation
technologies that work well with the open canal gravity flow infrastructure in PVID.
However, these technologies tend to be expensive, require grower training and periodic
maintenance, and have uncertain consumptive water savings (irrigation efficiency

mainly reduces applied water use).

Any such programs would require cooperation with Metropolitan’s lessees, who would need

to incorporate these practices into their existing business operations.
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Multispecies cover crops are part of a regenerative agriculture study led by Cal State University Chico,
in coordination with Metropolitan and Metropolitan’s lessee HayDay Farms (photo by Metropolitan).

Innovative Farming Practices

Beyond the quantifiable benefits of revenue and water, owning farmland in PVID allows
Metropolitan to participate in studies related to agricultural water use and soil health, as
well as pilots of new agricultural technologies. Such programs allow Metropolitan to
partner with university researchers, ag tech firms, and farmers to demonstrate innovative

practices that may have benefits across the Lower Colorado River Basin.

Chico State Regenerative Agriculture Studies

Since 2022, Metropolitan has partnered with researchers from California State University,
Chico to study the benefits of regenerative agricultural practices on soil health. The team
are studying whether three regenerative practices — seasonal cover crops, no-till planting,
and armoring soil with crop residue — can improve the fertility, microbial and fungal

communities, and carbon accrual in the degraded soils common in the Palo Verde Valley.

In the first study, directly funded by Metropolitan since 2020, the researchers are studying

the benefits of seasonal cover crops as an alternative to bare fallowing in between crop
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rotations. They will determine whether and how quickly the cover crops improve the soil
fertility across a range of metrics such as bulk density, nutrient availability, and
subsequent cash crop yields; they will also determine the water requirements of the cover

crops. The results will be compared to adjacent bare fallow control fields.

In the second study, the researchers are focused on the soil carbon benefits of a suite of
several regenerative practices over five years. Agriculture is California’s fourth-largest
emitting sector, comprising 8% of the state’s greenhouse gas emissions. While at least
70% of that is attributed to livestock, croplands, and associated fertilizer and manure
applications, soil management practices and farming equipment and operations make up

the remainder.

The goal of the second study is to investigate the potential to reverse these emissions via
agricultural practices. Through soil samples and direct measurement instruments on the
ground, the Chico State team will measure the flux of carbon between the atmosphere and
the shallow soil to quantify the potential for soil carbon accrual. A secondary goal is to
determine how quickly the microbial and fungal communities within the soils, which are
key indicators of soil health, can be restored. Metropolitan is providing an irrigation flow
meter for this project, while Metropolitan’s lessee HayDay farms is managing the field sites

for both studies.

While there is much research on regenerative agriculture and soil health these days, these

projects are unique and innovative in several regards:

e Direct measurement of carbon fluxes through eddy flux towers

e Research on arid, degraded soils common to the desert southwest, where

regenerative practices have not been well studied

e Research on the benefits of a suite of regenerative practices in combination, as

opposed to a single practice like cover crops alone
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Other Indirect Actions

PVID Voting Rights

PVID is governed by a seven-member Board of Trustees. Landowners have voting rights
based on ownership of irrigated acreage. Metropolitan receives one vote for each gross
acre, giving Metropolitan a voice in water management through the election of Trustees (in
the September 2024 election, Metropolitan cast 29,878 votes, as determined by PVID).

During elections, Metropolitan conducts interviews with those running for open seats.

Participation in the Lower Colorado River Multi-Species Conservation Program

The Lower Colorado River Multi-Species Conservation Program (LCRMSCP) provides
habitat for listed endangered species in the Lower Basin. Established in 2005, the
LCRMSCP provides Endangered Species Act compliance for the operation of the river
below Hoover Dam. Under the program, each Lower Basin state is required to identify a

certain acreage of riparian lands for habitat restoration.

In 2016, the Bureau of Reclamation identified 635 acres of Metropolitan’s land in southern
PVID as being suitable for habitat restoration under the LCRMSCP. Metropolitan granted
the Bureau of Reclamation a conservation easement on those acres in perpetuity in 2019,
creating the Dennis Underwood Conservation Area. Today, the Underwood reserve has
been transformed into native cottonwood, willow, and honey-mesquite groves that provide
habitat for species such as the yellow-billed cuckoo and Arizona Bell’s vireo. The addition
of Metropolitan’s lands to the program has helped to fulfill California’s acreage

commitment. Metropolitan is the largest non-federal contributor to the program.

Water begins to irrigate a newly planted
cottonwood sapling on the Dennis Underwood
Conservation Area, an area of former farmland that
is now managed as habitat for endangered
species. (photo by Metropolitan)
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Strategic Considerations

Exclusion of high-water-using and speculative interests on Metropolitan lands

Over the past decade there has been increasing interest in high-priority Colorado River
farmland from hedge funds, private capital, and overseas businesses. Many of these
interests are incentivized to maximize farm production, preferring to optimize high-water-
using crop acreage and yields rather than participating in the Fallowing Program. Others
may seek to completely fallow their lands and exchange the water with other users, as we
have recently seen in Cibola, Arizona. By owning a substantial amount of land and
managing it as active farmland with incentives for water conservation, Metropolitan is able

to mitigate the risk of both water-maximizing landowners and buy-and-dry landowners.

Emergency water supply reliability

In the event of a shortage in the Lower Colorado Basin that results in a large cutback to
Metropolitan’s Colorado River supplies, Metropolitan reserves the option to fallow
additional acreage on its land as an emergency measure. This could be accomplished
through agreements with tenants, or as a last resort, termination of leases with proper

notice.

Post-2026 water supply reliability

There is currently great uncertainty regarding the post-2026 regulatory landscape on the
Colorado River. Owning land in the Palo Verde Valley may help Metropolitan and other
Colorado River contractors in the state of California meet any future commitments and

may provide flexibility in developing future water supply programs.

Supporting the Local Community

Metropolitan supports the Palo Verde Valley economy by paying farmers to fallow land
while gaining additional Colorado River Supplies for Metropolitan’s service area. Payments
to landowners provide stable income that can be used on farm-related investments,
purchases and debt repayment. However, fallowing can also create third-party impacts
the valley-wide community. To address this, in 2006 Metropolitan established a $6 million
Community Improvement Fund (CIF) that is managed and administered by local citizens to

support community improvement programs, small business development, and workforce
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training in the Palo Verde Valley. The CIF board is comprised of nine community members
from the Palo Verde Valley and two directors at large, each selected by the Metropolitan

Water District of Southern California and Palo Verde Irrigation District.
The Community Improvement Fund to date has supported:

e Creation of 134 jobs and retention of 127 jobs, according to a 2014 economic study
e 47 public benefit grants totaling $1.8 million, as of Dec 2024

e Grants given to local non-profit organizations, including the City of Blythe Recreation
Center, Regional Training Center, Police Activities League, Palo Verde College Truck
Driving School, Appleby School PTO, Colorado River Fair, Junior Women's Club, Palo
Verde Library, and Palo Verde Historical Museum, and Joe Wine Blythe Recreation

Center.

e 40 small business loans totaling over $10.1M as of Dec 2024, including the
Dobbs/Ashley Furniture Store & Distribution Center, A&R Bakery, Subway, Hampton

Inn and Suites, and Palo Verde Hospital.

In addition to the CIF, in February 2025, Metropolitan’s Board approved entering into an
agreement with PVID to establish a separate Community Enhancement Collaborative that
will support business development, public health, schools, public safety and other
projects that benefit the community within PVID’s service area. The new program is being
jointly administered by Metropolitan and PVID with approximately $8M to be provided by
the federal government pursuant to the Inflation Reduction Act. The agencies will work
together to solicit funding proposals from the community, evaluate them, and select

recipients.
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References

The current leases have been structured to be consistent with the following Board policies

and principles:

e By Minute Item 42820, dated February 10, 1998, the Board approved the policy
principle on Colorado River Resources Strategy supporting Metropolitan’s interests
and increasing its dependable entitlements to Colorado River water, while
collaborating with other California Colorado River agencies.

e By Minute Item 44542, dated July 10, 2001, the Board approved Principles of
Agreement for a Land Management, Crop Rotation, and Water Supply Program with
Palo Verde Irrigation District.

e By Minute Item 45053, dated October 22, 2002, the Board authorized entering into

agreements for the Palo Verde Irrigation District Land Management, Crop Rotation,
and Water Supply Program and community improvement programs.

e By Minute Item 45517, dated September 23, 2003, the Board approved the
Quantification Settlement Agreement (QSA) and related agreements among
Imperial Irrigation District, Coachella Valley Water District, San Diego County Water
Authority, and Metropolitan. Under the QSA, Metropolitan could acquire Colorado
River water from PVID during the Quantification period without objection by IID
and/or CVWD.

e By Minute Item 48766, dated August 16, 2011, the Board adopted the proposed
policy principles for managing Metropolitan’s real property assets.
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Benedits of 1. Lease and other revenues
Land Ownership

n PVID Farm leases $1.6—54.8M per year,

depending on lessee cropping & fallowing call

Underwood Reserve $9.7M (one-time)
easement to USBR

'
‘,,«'“’
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Ten West powerline easement $0.31M (one-time)

Bureau of Reclamation $36M (one-time)
system conservation payments

Potential revenue from $2.5-85M per year
renewables (solar leases)



Benetfits of

Land Ownership
in PVID

2. Fallowing at reduced cost

Metropolitan fallows its own land at the same call percent
as other landowners.

However, Metropolitan can do so at much lower cost
because it does not have to pay the landowner fee
(51,003 per acre in 2023-24) on its own land.

Annual savings of $1.2 = $3.1M (depending on fallowing call)

If Metropolitan had not purchased land in PVID, it would

have paid an additional ~$44.4M to the owners of the land.



Benetfits of

Land Ownership
in PVID

3. Water savings from lease structure

The current lease structure promotes water conservation
through tiered rent incentives for lower-water-using crops.

Lessees still have freedom to choose which crops to grow.

Metropolitan lessees use ~0.10 — 0.25 AF per acre less water
than other PVID farmers, on average.

Across all Metropolitan acreage not subject to fallowing,
this resulted in ~1,400 - 4,940 AF of water savings in 2024.



Benetfits of

Land Ownership
in PVID

4. Reclamation use of the Fallowing Program
for system water conservation

During 2023-26, Reclamation is funding the Fallowing Program
for system water conservation in Lake Mead, under Bucket 1 of
the Inflation Reduction Act.

As a landowner, Metropolitan receives an additional
$9.6 — $9.8M per year from the Federal government
for fallowing on its lands.



Benetfits of

Land Ownership
in PVID

5. Indirect Benefits

PVID Voting Rights

Metropolitan receives 1 vote for each gross acre
(29,878 total votes).

Regenerative farming and soil health studies

Owning land provides the opportunity to partner with
researchers to study the benefits of alternative farming
and irrigation practices, as Metropolitan is doing with
Chico State University.

Multi-Species Conservation Program Participation

The 635-acre Dennis Underwood Conservation Area
in southern PVID provides ESA compliance
for operation of the Lower Colorado River.



Benetfits of

Land Ownership
in PVID

5. Indirect Benefits (cont'd)

Community partnership with the Palo Verde Valley
Community Investment Fund (2005)
Community Enhancement Collaborative (2025)

Post-2040 supply reliability

When the existing Fallowing Program expires in 2040,
owning land will give Metropolitan flexibility in developing
subsequent water supply programs.
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Bay-Delta Resources

® Bay-Delta Management Report

Summary

This report provides a summary of activities related to the Bay-Delta for February 2025
Purpose

Informational

Detailed Report

Long-Term Delta Actions

Delta Conveyance Project

On February 14, the California Department of Fish and Wildlife (CDFW) issued an Incidental Take Permit (ITP)
under Section 2081 of the California Endangered Species Act (CESA) for the Delta Conveyance Project.
Completion of this permit is an important milestone in the planning process, advancing this critical project
towards the implementation phase.

Under CESA, the California Department of Water Resources must obtain an ITP to avoid jeopardy, minimize
incidental take, and fully mitigate any impacts of authorized take on threatened or endangered species caused by
the construction, operation, and maintenance of the Delta Conveyance Project.

Near-Term Delta Actions
Delta Islands

On February 10, staff released a Request for Proposals (RFP) to engage a partner to cultivate rice on a minimum
of 1,000 and up to 1,360 acres on Webb Tract with an initial base term of 10 years and an option to extend for an
additional 5 years. Interested respondents are encouraged to make a recommended site visit on February 26. Staff
is making a concerted effort to widely distribute information on the RFP. Notification of the RFP was sent to
over 150 parties who have signed up for notifications about the Webb Tract projects. In addition, staff is reaching
out by phone to local rice growers, Farmers Rice Cooperatives, local farm bureaus, and Cooperative Extension
Rice Advisors in the area to ensure that interested farmers are notified of the release of the RFP. Yolo, Solano,
and Sacramento Farm Bureaus posted information about the RFP in their newsletters.

On February 12, in partnership with the Sacramento-San Joaquin Delta Conservancy, a hybrid public meeting was
held to update interested parties on the progress of the Webb Tract Wetland Restoration and Webb Tract Rice
Development Projects. The meeting was attended by 17 in-person participants at the Big Break Visitor Center and
25 participants on Zoom.

Bay-Delta staff is currently reviewing a Statutory Exemption for Restoration Projects (SERP) application for the
Webb Tract Wetland Restoration Project. If approved by CDFW, the SERP exemption will provide a streamlined
California Environmental Quality Act clearance for the project and will pave the way for expedited permitting
through the new Restoration Management Permit Act enacted on January 1, 2025. The Act is intended to
accelerate beneficial restoration projects in California. The SERP exemption application is scheduled for
submission in early March 2025.

Date of Report: March 10, 2025
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Colorado River Resources

® Colorado River Management Report

Summary

This report provides a summary of activities related to management of Metropolitan’s Colorado River resources
for February 2025

Purpose

Informational

Detailed Report

Metropolitan Signs Municipal Agency Letter Supporting Reclamation Staff

On February 27, Southern Nevada Water Authority, Central Arizona Project, and Metropolitan sent a letter to
Secretary of the Interior Doug Burgum, expressing support for the Bureau of Reclamation staff and encouraging
maintaining sufficient staffing to effectively manage the Colorado River System. Similar letters were sent from
the Colorado River Board of California and other agencies throughout the Colorado River Basin. The letters
expressed the importance of the Colorado River to the southwestern United States.

Lower Basin States Letter to Secretary of Interior

On February 13, Arizona, California, and Nevada (the Lower Basin States) sent a letter to Secretary of the Interior
Doug Burgum, congratulating him on his confirmation and raising concerns about the Bureau of Reclamation’s
(Reclamation’s) process for developing post-2026 operational guidelines for the Colorado River system reservoirs
under the previous administration. The letter reaffirmed the Lower Basin States’ commitment to a collaborative,
consensus-driven approach in developing new operational guidelines and emphasized the advantages of
consensus over imposed solutions or litigation. The states urged Secretary Burgum to direct Reclamation to
retract the Alternatives Report and ensure a legally compliant analysis of the alternatives. They also expressed
optimism about renewed collaboration under his leadership.

Key Messages Outlined in the Letter

1. Concerns Regarding the “Alternatives Report”

e The January 2025 Alternatives Report, issued by the previous administration, falls outside the standard
National Environmental Policy Act (NEPA) process.

o The Lower Basin States’ proposed alternative is not included among those selected for full analysis.

e The report did not incorporate compliance with the 1922 Colorado River Compact in its evaluation of any
of the alternatives.

e Several issues with the NEPA process to date require resolution.
2. Glen Canyon Dam Infrastructure Protection

e Reclamation assumes that maintaining Lake Powell above the minimum powerpool elevation of 3,490
feet is the only means of protecting dam infrastructure. The letter raises concerns that the prior

Date of Report: March 10, 2025

166



Board Report Colorado River Management Report

administration’s approach—reducing releases to the Lower Basin to protect Lake Powell’s outlet works—
fails to address necessary infrastructure repairs.

¢ [Engineering solutions, releases from federal reservoirs above Lake Powell, and temporary Upper Basin
water use reductions would be more effective measures for protecting Glen Canyon Dam infrastructure.

e Reclamation should conduct a full NEPA analysis of alternative solutions, including engineering
upgrades to Glen Canyon Dam’s river outlet works, rather than relying solely on reduced water releases
to the Lower Basin.

3. Proposed Reductions

o The Lower Basin States have demonstrated their commitment to a consensus-based solution by
voluntarily agreeing to conserve 1.5 million acre-feet of water per year under most system conditions.

e When system storage falls below critical thresholds, the Lower Basin States believe that Basin-wide
reductions are necessary.

Date of Report: March 10, 2025 2
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Sustainability, Resilience and Innovation Group

® Sustainability, Resilience and Innovation Group Manager Report

Summary

To report on Sustainability, Resilience and Innovation activities for February 2025

Purpose

Informational

Detailed Report

SRI Core Activities

SRI and the Core Planning Team for the Climate Adaptation Master Plan for Water (CAMP4W) finalized the
2024 CAMP4W Annual Report providing updates on Signposts, Time-Bound Targets, and Implementation
Highlights. The initial draft of the CAMP4W Implementation Strategy and Working Memorandum #10 on the
Climate Adaptation Policy Framework were discussed with the Task Force at the February 26, 2025 meeting. An
Environmental Listening Session was held on February 3 to seek input on the draft Annual Report and address
questions. The Chief SRI Officer participated in an episode of the Talking Water Podcast on California Water
issues and attended the Innovate Locally to Inspire Change Globally Summit, co-hosted by the Governor’s Office
of Land Use & Climate Innovation, University of California, and Vatican’s Pontifical Academy of Sciences.

Sustainability and Resilience

Sustainability and Resilience section staff coordinated the Water Energy Climate Sustainability (WECS) team
meeting on February 4. WECS meets bimonthly and provides an opportunity for staff in different disciplines
across the district to share project updates and collaborate on ideas.

Zero Emission Vehicle (ZEV) Transition: On February 13, the ZEV Executive Task Force met to discuss
progress on Metropolitan’s transition to electric vehicles. The cross-organizational management team and staff
discussed the latest vehicle purchases and charger installations, financing options for ZEV purchases, and
potential regulatory and legislative impacts resulting from changes implemented by the new federal
administration.

Centralized Grants and Research Management Office

Staff developed a Fire Recovery/FEMA resources SharePoint site and held a meeting on February 5, 2025 with
Foothill Municipal Water District and sub-agency staff. The meeting agenda included:

Overview of Altadena and Pasadena Water infrastructure

Recovery experience from 2017 Tubbs Fire
e Ben Sherwood, Sonoma Water, Assistant General Manager for Business Services & External
Affairs
¢ Emma Walton, Operations Manager, Sonoma Water

Date of Report: March 10, 2025
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FEMA Fact Sheet and Best Management Practices
e  Michelle Little, Witt O’Brien’s, Director
e Suzannah Jones, Witt O’Brien’s, Associate Managing Director

Suzannah is an Associate Managing Director with our Community and Infrastructure Services Team and
focuses on FEMA recovery. She has more than 20 years of experience supporting clients and disasters across
the country, including but not limited to Texas, Tennessee, North Carolina, etc. She was actively involved
with nearly 20 Federal disaster declarations in Texas alone. Prior to joining Witt O’Briens (WOB), she served
as the Deputy Chief of Recovery and Mitigation for Texas Department of Emergency Management. She is
also a Certified Emergency Manager.

Attendees were reminded of the Request for Public Assistance Submission Deadline: March 9, 2025 (via Grants
Portal). WOB is a Metropolitan grants/funding consultant and will support and meet with the Fire Recovery
group. A library with reference materials, templates, and sample reports from WOB is now available on the
SharePoint site.

Innovation, Pilots, and Emerging Technologies

Peer-2-Peer Engagements: Innovation staff worked with Metropolitan executives and group managers to
complete an updated District needs assessment, facilitated by the Knowledge to Implementation (K21). The
identified District challenges will be the basis of future K2i peer-2-peer engagements that provide Metropolitan
staff the opportunity to learn innovative practices from global leading utilities. Metropolitan has also received
requests for peer-2-peer engagements by water agencies interested in learning about the District’s investments in
emergency management and recent experiences with mutual aid during the Palisades and Eaton Canyon fires.

Environmental Planning Services

Environmental Planning Section staff continued to prepare the second draft Environmental Impact Report for the
Pure Water Southern California program. Staff continued coordination with the California Department of Fish and
Wildlife regarding the Incidental Take Permit application and mitigation options for species impacts from the
Inland Feeder/Foothill Pump Station Intertie Project and continued coordination with the U.S. Bureau of
Reclamation (USBR) regarding consultations with the U.S. Fish and Wildlife Service under the Endangered
Species Act and the State Historic Preservation Office under Section 106 of the National Historic Preservation
Act. For the Webb Tract Wetland Restoration Project, staff continued preparation of the Statutory Exemption
Restoration Program application for submittal to CDFW and supported the public outreach meeting held on
February 11, 2025. Environmental monitoring of construction activities continued for the Rialto Pipeline
Rehabilitation, Perris Valley Pipeline, Colorado River Aqueduct (CRA) Conveyance System Flow Sensors
Installation, Prestressed Concrete Cylinder Pipe Second Lower Feeder Reach 3B, Weymouth Basins 5 to 8
Rehabilitation, Weymouth Asphalt Rehabilitation, and La Verne Shops Upgrades projects.
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Critical operations and maintenance activities were supported by the Environmental Planning Section. Staff
provided California Environmental Quality Act and regulatory clearances and conducted pre-construction
biological resource surveys and construction monitoring for activities throughout the service area, including
upcoming shutdowns (CRA, Yorba Linda Feeder, San Diego Pipeline Nos. 1 and 2, and Rialto Feeder). EPS staff
provided subject matter expert reviews of legislative bills, including AB 295 (Macedo), AB 300 (Lackey), AB
362 (Ramos), AB 367 (Bennett), AB 372 (Bennett), SB 231 (Seyarto), and SB 232 (Seyarto). In addition, staff
reviewed and analyzed CEQA notices for four external projects to determine the potential impacts on
Metropolitan and protect Metropolitan’s right-of-way and facilities; comments letters were prepared and
submitted for those projects that had the potential for impacts.

Environmental Planning Section continued oversight of reserve management activities to protect valuable
natural resources and meet Metropolitan’s mitigation obligations. Security patrols were conducted throughout the
Lake Mathews Multiple Species Reserve and the Southwestern Riverside County Multi-Species Reserve (MSR)
to prevent trespassing, vandalism, poaching, and theft and to protect the reserves’ natural and cultural resources,
facilities, and equipment. Activities at the Lake Mathews Reserve included the application of pre-emergent
herbicide to prevent the regrowth of noxious weeds in the 2025 growing season, servicing wildlife cameras at
artificial burrowing owl mounds north of Lake Mathews to document burrowing owl/wildlife activity, and
repairing patrol roads and fencing. Activities at the MSR included processing the 2024 Christmas Bird Count data
from the event at Diamond Valley Lake (117 species and 4,911 individual birds were observed, including 11 of
12 of the species covered by the MSR’s Multi-Species Habitat Protection Plan), coordinating with researchers
conducting Quino checkerspot butterfly and northern harrier surveys, approving a herpetology/small mammal
project, and planting in the Tucalota Creek restoration site and in upland restoration sites across the reserve.
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Burrowing owl and artificial burrow at the Southwestern Riverside County Multi-Species Reserve
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Land Management

A new lease has been executed with Bouldin Farming Company comprising the entirety of Webb Tract in the Bay
Delta. The lease is for an eight-month term to allow the farming of a winter wheat crop and to offset
Metropolitan’s land maintenance costs. Staff is working towards securing a long-term lease through an RFP

process.
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New Technology

Renewable
Fnergy
Demonstration

Potential Uses of Mobile Solar Energy

LV charging while long-term charging infrastructure
is built

« Power at shutdowns and other field operations and
maintenance work

« Power for electric tools and equipment

« Electrical backup resilience during power outages

Dragon Wings

The first industrial solar generator
Silent. Clean. Powerful.




Betterkleet Charging Software

« Metropolitan is a fleet partner on grant project with

Betterkleet
New Grant  Leading software company focused on transition
Flectric Vehicle to ZEV fleets
Charging + (alifornia Fnergy Commission grant to provide

resilience to the California grid

 Software deployed on new and existing IV charging
stations at Weymouth

+ Fleet staff will use the software for 2 years, provide

load sharing information to optimize charging and
e BefterFleef grid capacity utilization
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Water Resource Management Group

® Water Resource Management February Activities

Summary

The Water Resource Management Group February 2025 Monthly Activities
Purpose

Informational

Detailed Report

Manage Existing and Develop New Regional Water Management Programs to Maintain Water Supply
Reliability in the Face of Increasing Water Supply Volatility

West Basin Municipal Water District (West Basin) and the Los Angeles Community College District held a
ribbon-cutting ceremony to inaugurate the implementation of recycled water at Los Angeles Southwest College
on February 6, 2025.

Los Angeles Southwest College is the first of the nine Los Angeles Community Colleges to convert their
irrigation from potable to recycled water. The estimated annual water savings is 76 acre-feet, and the project will
receive approximately $150,000 from the On-Site Retrofit Program. Staff attended the ribbon cutting to recognize
the efforts of West Basin, the Los Angeles Community College District, and Los Angeles Southwest College.
Strategic Priority 3.2.8 “Increase outdoor water use efficiency.”

Photo: Metropolitan Director Desi Alvarez, representing West Basin (third from right) alongside representatives
from Los Angeles Southwest College and the Los Angeles Community College District posed for a photo prior to
the purple ribbon cutting.
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178



Board Report Water Resource Management February Activities

Metropolitan prepared its 25th annual achievements report to the California State Legislature titled Achievements
in Conservation, Recycling & Groundwater Recharge pursuant to sections 130.5 and 130.7 of the Metropolitan
Water District Act. SB 60 by Senator Tom Hayden (Chapter 415, Statutes of 1999) requires that Metropolitan
provide an annual overview to the Legislature, which outlines its progress in achieving an increased emphasis on
cost-effective conservation, recycling, and groundwater recharge programs. On January 28, 2025, Metropolitan
submitted the annual report to the Legislature which highlighted achievements from July 2023 through June 2024.
Strategic Priority 3.2: “Advance the long-term reliability and resilience of the region’s water sources through a
One Water approach that recognizes the interconnected nature of imported and local supplies, meets both
community and ecosystem needs, and adapts to a changing climate.”

Maintain and Enhance Groundwater Production in Metropolitan’s Service Area

Staff participated in a coordination meeting between Metropolitan, the Coachella Valley Water District (CVWD),
and the Desert Water Agency (DWA) on February 3, 2025. At the meeting, staff provided an update on the Perris
Seepage Recovery Project to CVWD and DWA, who are funding partners in the project with Metropolitan and
the California Department of Water Resources (DWR). The project update included an overview of the project
timeline, background on the project purpose, the current groundwater modeling work being conducted by DWR’s
consultant, and a budget update. The ongoing groundwater modeling work is investigating the potential of Per-
and polyfluoroalkyl substances present in the groundwater basin, to reach the project’s recovery wells if they are
built and operated as designed. Strategic Priority 3.2: “Advance the long-term reliability and resilience of the
region’s water sources through a One Water approach that recognizes the interconnected nature of imported and
local supplies, meets both community and ecosystem needs, and adapts to a changing climate.”

Collaborate with Member Agencies, Water Agencies, and Associations, and Provide Leadership for Policy
Development, Advocacy, Outreach, and Education

On January 22, staff provided an update on Southern California’s current water supply and demand at the
Southern California Water Dialogue. Additionally, staff highlighted recent actions taken by Metropolitan to help
advance towards Metropolitan’s targets on core supply, storage, and flex supply.

On February 3, staff presented WRM’s water supply reliability signposts in a Climate Action Master Plan for
Water, February 2025 Environmental Listening Session.

On February 5, staff attended and participated on a panel at the CalDesal 2025 Annual Conference. The panel
focused on the regional potential to facilitate partnerships and co-development of locally developed and produced
water supplies among local agencies.

On February 27, staff provided an overview of the Metropolitan’s water supply and storage portfolio at the
Groundwater Management Districts Association’s 2025 Winter Conference.

Metropolitan is a founding member of The Water Utility Climate Alliance, which is a consortium of 12 of the
largest water utilities in the United States and has focused on climate change planning, science, and adaptation
since 2007. The Water Utility Climate Alliance recently published “CMIP6 Frequently Asked Questions (FAQ):
A Resource for Water Managers.” The publication is intended for water utility managers with little to no previous
experience or exposure with CMIP6 climate model projections, emissions scenarios, and other climate-model
datasets. It includes a dozen or so highly relevant questions — and clear responses — to aid in the use and
interpretation of CMIP6 datasets and emissions scenarios and to provide a glimpse at the state of the science in
climate change modeling. Strategic Priority 5.1: “Grow and deepen collaboration and relationships among
member agencies, interested parties, and leaders on the issues most important to them and toward mutual and/or
regional benefits” and Strategic Priority 3.2: “Advance the long-term reliability and resilience of the region’s
water sources through a One Water approach that recognizes the interconnected nature of imported and local
supplies, meets both community and ecosystem needs, and adapts to a changing climate.”
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Implement Regional Conservation Program

Staff held a Water Efficient Landscape Dual Certification Program session in Spanish in conjunction with the
Municipal Water District of Orange County and the Moulton Niguel Water District for 40 landscape
professionals. Staff held a Water Efficient Landscape Dual Certification Program session in Mission Hills in
partnership with the Los Angeles Department of Water and Power for 40 landscape professionals.

Staff participated in a Panel discussion at a meeting of the American Society of Golf Course Architects (ASGCA)
on February 4, 2025. The meeting was dedicated to highlighting sustainability efforts at golf courses around the
country. The panel focused on increasing water use efficiency, and adoption of best management practices for
irrigation at all golf courses. The meeting was held at the San Diego Convention Center and is part of this year’s
Golf Course Superintendents Association of America Conference and Trade Show.

Photo: Gary Tilkian, Senior Resource Specialist of the Water Resource Management Groups Water Efficiency
Team, speaking to the ASGCA panel on February 4, 2025.
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